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ECONOMIC GERMANY.*
''German Industry considered as a factor making

for War/'

BY

M. HENRI HAUSER.
Gorresjpondent of the Institute, Professor at the University of Dijon

One of the favourite arguments used by

pacificists in recent years was that the develop-

ment of industrial civilisation made all war
henceforward impossible, and so to say unthink-

able. The ties formed between modern peoples

by industry and commerce are so manifold and

so subtle, that interest, even in the absence of

sentiment, makes it impossible to break them.

Nevertheless war has broken out. More than

that, war has been declared by a people whom
we were pleased to consider the most remark-

able creation of industrial civilisation. And
we are bound to recognise that, in the unanimous

enthusiasm with which this people has welcomed

the dawn of bloodshed, among the most eager

voices have been those of the commercial and

manufacturing classes. Financiers, managers

of works, working men themselves, have all

* A lecture given on April 10, 1915.

(4253.)
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figured in the front ranks of the defenders of

Imperialism.

How are we to explain this paradox? And
first let us get rid of a possible misunderstand-

ing. Certain thinkers tell us :^ " It is not true

that economic causes played a preponderant

part in the explosion of last July. Germany

was not threatened by over-population, she had

no urgent need of colonies." But the truth is

that what counts in the history of humanity is

not the actual facts, but the form in which men
picture them to their minds. Political economy

and history are in their essence psychological

sciences. What we are concerned to know is

not whether Germany was actually suffocating :

Germany thought she was suffocating, she

yielded—to use the very words of one of those

who contradict us—to the haunting fear of

aggressive " encirclement," which she felt bound

to shatter at all costs. It is this " pathological

phenomenon of collective psychology " which we
must attempt to explain.

I.

—

The Evolution of German Industry.

What strikes us at the very outset in the

evolution of German industry is the actual

* Landry: Les m-igines^ les causes, les lendemains de la

guerre actuelle, (Scientia, 1915, II.)
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greatness of the phenomenon. There is some-

thing impressive in the spectacle of this people,

which forty years ago scarcely counted at all

in economic geography, and yet had become on

the eve of the wa,r one of the great forces of the

world. With her 900 to 1,000 millions^ of

foreign commerce Germany reckoned in the

second rank of mercantile nations, after

England. Outstripping England herself she

had achieved the second place in the smelting

and production of iron and the second also in

the manufacture of steel. Her mercantile

marine, inferior to ours in 1870, was in 1913

surpassed only by those of England and the

United States.

All this won our admiration. Are we to dis-

avow the admiration we have expressed, because

Germany has dishonoured herself by crimes?

No! For Frenchmen the truth is always the

truth. History will certainly record the pro-

digious effort of will by which Germany, vic-

torious on the battlefield, has won her place by

main force in the economic world. I do not

know whether it is true that Friedrich Karl said,

on the night of the surrender of Metz :
" We

*The figures given by M. Ilauser in milliards (= 1,000

millions of francs) are here given in millions of pounds

sterling.
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have just conquered in the military sphere : our

task is now to fight and conquer in the industrial

sphere." It matters little whether the words

are apocryphal : they express a profound and

symbolic truth, and admirably render the

thought of an entire nation.

"We do not hesitate then to recognise that the

German people, since the foundation of the

Empire, have given proof of remarkable quali-

ties. First and foremost they have worked with

intense energy, not with the feverish excitement

which raises mountains in a few days, but with

persistent and patient everyday labour, regular

and methodical. Ostwald is right when he

attributes to the Germans the faculty and genius

for organisation. They have carried to perfec-

tion the art of making use of men, of putting

every man in his place and of getting the maxi-

mum of output from each individual. If the

genius for great discoveries seems in recent

times to have deserted Germany, the Germans

are past masters in the application of the dis-

coveries of science to industry. The statement

has often enough been made : It is the union of

the laboratory and the workshop which is the

foundation of German wealth. This truth was

emphasised in 1897 by a member of your Society,
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M. Raphael-Georges L^vy. In an article in the

Revue des Deux Mondes, which was a revelation

to many Frenchmen, he wrote :
" The sphere in

which science wins its triumphs is that of

industry. It is difficult to find a more striking

demonstration of this truth than that furnished

by the chemical industry of Germany. That

industry came from the laboratories of great

men of science such as Lir-big and Hoffmann,

and its continued prosper! ly is due to the

incessant co-operation of hundreds of chemists

who come every year from the Universities. . . .

Germany is covered with laboratories, several

of which have cost £25,000, and the yearly

upkeep of which requires hundreds of

thousands."^

Again, in one point this analysis was incom-

plete. Side by side with the union between

laboratory and workshop, it is necessary to call

attention to the union between the office of the

business-director and the library of the econo-

mist, the geographer and the historian. For the

method which the Germans applied to the pro-

duction of a new aniline colour they also carried

into their search for commercial outlets, and

* M. Hauser says, " Hail a million marks . . . millions

of marks." A mark is here taken as = a shillii:';.
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their organisation of channels of commerce. The
German chemist and the German commercial

traveller marched in step to the conquest of the

globe.

This rise of Germany was a great and, we are

prepared to say, in a certain sense, a fine spec-

tacle; but its very rapidity contained an element

which gave some ground for anxiety.^

The evolution of Germany has borne a start-

ling and almost catastrophic character. From
the complex of agricultural states, dotted with

industrial patches, which constituted the Zoll-

verein in 1870, the industrial Empire has sprung

up in a few years by a sort of historical " right-

about-face,'' without any of that slow and

secular preparation which marked the rise,

for instance, of the English power. Time has

had no share in producing industrial Germany :

like nearly everything else in modern Germany

it is an upstart. A few dates and figures will

bring this out clearly. Karl Lamprechtt has

noted the fact that towards 1880 the infant

industry of Germany still needed protection

against its older rivals, and this protectionist

movement started, by reaction, the French

* Levy-Bruhl : Cau'^es economiques et politiques de la

conflagration europeenne. {Scieniia^ 1915, I.)

t Zur juncjsten deutschen Vergangenheit. 1904. Vol. II.
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movement of 1892. In the midst of the internal

struggle over the question of canals in 1894-1901

it is still a matter of debate " w^hether the

majority of occupations and interests in the

Empire is still agricultural or has become indus-

trial and commercial." But facts give the

ansv^er : In 1893 the consumption of rav^ iron

"per cayut of the population did not rise to

99 kg.^ a year; in 1899 it amounted to 155 kg."^

The consumption of coal rises from 1,940

to 2,740 kg. a head. In the same period the

production of iron and pig-iron rises from

five million to more than eight million tons, that

of coal from 95 million to 136 million. In these

six years the fate of Germany v^as decided by

an increase in production so intensive that it

seemed " unv^holesome," and was destined to

lead to the crisis of 1901. The country v^hich w^as

poor had suddenly become very rich. In 1895

the income from the fortunes of the Empire was

estimated at 21 milliardst ; in 1913 the estimate

varied from 40 to 50 milliards \ , while the

wealth of Germany was estimated at 320 mil-

liards, § of which nearly 9-5 consisted of deposits

in banks and 18 in savings-banks
||

(caisses

*218 lbs. and 341 lbs. (kilogramme = 2^ lbs.),

t 840 million pounds (taking £1 = 25 francs).

t 1,600 to 2,000 million pounds.

§ 12,800 million pounds.

II
See Bonnefon : Les causes economiques de la guerre

(Bevue de Paris, Jan. li^ lois'i.



8 ECONOMIC GERMANY.

d'efargnes). Such are the figures proudly pro-

duced by Dr. Helfferich, Director of the

Deutsche Bank, the present Minister of Finance

of the King of Prussia, at the twenty-fifth anni-

versary of the accession of William II.

This sudden increase in German wealth had

very serious consequences for the character and

distribution of the population of Germany. The

two most notable results were the progressive

disappearance of the rural population and the

abrupt cessation of emigration. It is repeatedly

stated that the Germans were forced into a

policy of expansion and conquest by the increase

in their population. This was indeed the excuse

they put forward to justify their attempts to

create colonies of settlement in Morocco and

Asia Minor. A pitiless Malthusian law had

forced them, it was said, to find for themselves

a " place in the sun." Now there could be no idea

more false than this of Germany as an over-

populated country. It is quite true that since

1871 the population of the Empire has increased

from 40 to nearly 70 millions. It is quite tri^e

that in spite of a decline in the birth rate, the

increase in the population of Germany was

800,000 a year : that is, 800,000 more births than

deaths, 800,000 more mouths to feed. But this

increase was far from being excessive, for every
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year 700,000 Slav labourers came in to work on

the great estates of the East, not to mention the

Italian, Croatian, Polish, etc., labour employed

in towns, mines and works.^

As for German emigration it is no longer more

than a memory. Between 1880 and 1883 it

exceeded 200,000 a year, to-day it does not

reach 20,000, very much the same figure as our

own, and the French are regarded as a people

who emigrate very little. The number of

arrivals far exceeds that of departures : Ger-

many has ceased to be a country of emigration

and is becoming a country of immigration.

There is indeed an emigration in Germany,

but it is an internal emigration, from the country

to the town, from the agricultural regions to the

industrial districts. Since 1895 the population

living on the land has ceased to be half of the

total population : at the present time it is not

44 per cent.

Out of 67 million Germans scarcely 17 millions

are agricultural or live on agriculture. Every

* Ashley, The economical side of the European conflagration

(Scientia, 1915, I.).

The idea that Germany is over-full, that .the German
people is choking for want of room is cherished by theorists,

but has little basis in fact. Constant decline in rate of

emigration since 1891: it is not a sixth of ^vhat it was then.
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year an enormous number of peasants quit the

land and rush into colossal factories. It is thus

that the number of towns with a population over

100,000- exceeds 45, it is thus that armies of

labour are formed which put 15,000 workmen
at the disposal of a firm like Mannesermann,

more than 30,000 under Thyssen, 73,000, nearly

two army corps, under Krupp. In these figures

I include all the works belonging to one firm.

Germany has definitively passed from the

type of the agricultural state to that of the

industrial state, from the Agrarstaat to the

Industriestaat. The equilibrium between the

land and the workshop has been upset.^

II.

—

The Industrial State and its Needs.

The Industrial State has very imperious

needs and requirements, which are not shared

* Lamprecbt, op. cit., put the question to himself: "Is
Germany already an Industriestaat or still an Agrar-und

Industrie Staat, an intermediate form? " But he showed that

the startling rapidity of its industrial development was
already giving rise, ten years ago, to a general tendency

to the " Industrial State, World-policy and Imperialism."

It is to be regretted that this work of Laraprecht, the last

of his historic series, was not more read in France. It

would have given us more exact information on the ideas

and intentions of Germany than a dozen interviews. The
same philosophy and the same appetite for empire are to be

found as in Treitschke, but in a more agreeable and not

unattractive form.
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by the Agricultural State; the Agricultural

State lives on itself and for itself, and can live

v^ithin its own limits.^ The Industrial State,

to use the phrase of Lamprecht, is a " tenta-

cular " State, t

To begin v^ith, it has need of supplies of food.

It is calculated that 20 millions of the 67 millions

of Germany depend for their maintenance on

foreign harvests and foreign cattle. A dan-

gerous position, since it compels Germany to

secure for herself at all times not only free pas-

sage over her land frontiers, but, above all, free-

dom of communication by sea. We knov^ v^hat it

costs Germany to-day to be cut off from receiv-

ing the v^heat of Russia, America and Argen-

tina.

The Industrial State is in pressing need not

only of capital but of raw material. Germany,

*G. Stresemann, La politique mondiale de VAllemagne
(Revue economique internationale, 1913. III., p. 85 foil.).

" The Prussia of Frederick William III. was from the

economic point of view a self-sufficing State."

t Lamprecht, op. cit., II. p. 593. " The Empire, as a body
politic, is not bounded by its frontiers.'^ Elsewhere he
writes: " The people press outwards over the borders.''

Paris, he remmds us, has been called a " tentacular" city

because it strangles the whole country and absorbs its

strength. (It was really in a different and much more
general sense that Vandervelde used this striking phrase
of " tentacular cities.") In a far better sense " the Empire
may be described as the Germanic ' tentacular State.'

"
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when she entered the lists, was regarded as a

country rich in coal and iron. She has remained

rich in coal; but by working her iron mines

intensively I do not say she has exhausted them,

but she can no longer extract from them the total

amount of ore required by her metallurgical

works. Krupp is more and more dependent on

Sweden, Spain, North Africa and France. In the

same way the spinning and weaving factories

of Saxony and Silesia are dependent on

Texas and Louisiana. If Sweden, which has

nationalised her mines, puts barriers on the

export of her ores, or the price of corn undergoes

an abnormal rise in the market of New Orleans,

it means famine for the crowds which throng

into the Westphalia district or to the north of

the Bohemian mountains.

Eaw cotton bulks larger than any other article

imported into Germany, to the amount of con-

siderably more than £25,000,000. The cotton

industry employs more than 1^ millions of work-

people and manufactures goods to the value of

more than £50,000,000. Now, two-thirds of the

raw cotton consumed ii] the world is supplied by

a single country, the United States. In 1894, a

syndicate, the " Sully cotton corner," took advan-

tage of this situatic li to produce an enormous
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rise of prices and to reserve the cotton for the

American factories. On the Bremen Exchange,

in February, the price paid for cotton was

85 pfennige a pound, while in December, when

the corner had been broken up, it fell to 35.

Germany lost in the operation £5,850,000 paid

to the foreigner. A reduction in the production

of cotton textiles and wide-spread dismissal of

workmen were the results of this veritable

cotton famine, which at the same time disas-

trously affected our own industries in the Vosges

and in Normandy as well as those of Lancas-

shire.^

The Industrial State has need of capital. In

spite* of the prodigious increase in German

wealth, German industry has an enormous appe-

tite for capital. No sooner is capital created

than it is used up in constructing new works or

in remodelling machinery. In the formidable

struggle in which Germany has entered she is

^ J. Stresemann. " The exports of Germany do not con-

sist of raw materials which cannot be found elsewhere ; on

the contrary German industry is confined to the transforma-

tion of raw materials which she has to seek abroad ; she is

therefore in a condition of dependence. She has to pay for

her raw materials and for her food supplies from abroad by

means of her export of industrial products." See also

F. Friedensburg, Die znkunftige Erzvemorgung der

dentschen Eisenindustrie (Preussische Jahrbiicher, May,
1913).
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condemned to make new conquests every day, for

any defeat, nay more, any check, would be fatal.=^

It would be true to say that capital is swallowed

up before it comes into being, for it is antici-

pated by credit. Companies with imposing

capital dependent on industrial banks, these

again dependent on central banks and especially

on the Deutsche Bank, these great banks in their

turn absorbing all available wealth, including a

proportion of foreign capital—all this forms a

marvellous but fragile structure, t The very

denials of the German financiers prove that they

cannot afford to disregard the assistance of

foreign capital. Let but one of the streams

which feed the mighty river happen to dry up,

and the crisis comes with violent and wide-

spread consequences. |

Customers are necessary to Germany even

more than capital. In spite of their power of

increase, in spite of their rapid advance in

wealth, in spite of their appetite for enjoyment,

the German people cannot by themselves alone

absorb the enormous output of the German

* Bonnefon, op. cit., ''No truce, no pause is possible."

i lb. " The higher this fabulous edifice rose the more
fragile it became."

I See in particular Steinberg, Die Wirthschaftskrisis,
1901. Bonn, 1902.
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factories. They are bound to turn more and

more to the outside world and to become an

exporting industry.*

All causes then combine to make Germany a
" tentacular State," spreading out in every

direction over the world. The general staff of

the industrial world needs a " world-policy " to

find interest for its capital and to pay the wages

of its workmen.! The proletariat have need

of it to give them a full day's work and save

them from starvation. That is why German

* Ashley, op. cit. "This industry cannot dispense with

a wide foreign market.'^ Similarly Bonnefon : "Germany
then is dependent on the world-market." As early as

1900 it was admitted that 70 per cent, of the foreign trade

of Germany was carried by sea. This shows the import-

ance of control of the sea for German industry. Levy-

Bruhl writes :
" She is suffocated by her own superabundant

production."

t M. Bonnefon has collected some striking figures

:

Gelsenkirchen has to pay dividends on £9,000,000 of shares,

and interest on £3,900,000 debentures. Krupp pays on

£9,000,000 and £2,750,000; the Pha^nix on £5,300,000 and

£1,600,000. The rate of growth will be seen when it is

remembered that the Allgemeine Elektrizitdtsgesellschaft in

1883 had a share capital of £250,000, in 1900 of £3,000,000,

in 1911 of £6,500,000, in 1912 of £8,000,000, plus £5,500,000

debentures. The number of Joint-stock Companies before

1870 was about 200, with a capital of less than £125,000,000.

They have to-day a capital of over ^1,000,000,000.
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Socialism is Imperialist.^ You know what a

hue-and-cry was raised against the French

Socialist, who dared to make this discovery.

We are compelled to-day to recognise that

M. Andler was too painfully right. Even as early

as 1900 the defenders of the Naval Law wrote

:

" The freedom of the seas and vigorous compe-

tition in the markets of the world are therefore

questions of life and death for the nation, ques-

tions in which the working classes are most

deeply interested." We know by recent

examples what Germany means by " questions

of life and death," and what methods she is in

the habit of using to answer such questions and

to deal with any obstacles that bar the way to

* The historian G. von Below, Militarismus und Kultur

in DeutscliLand (Scientia, 1915, ii.) says: "The spirit of

discipline, which reigns in the German army, is also the

spirit to which we owe the economic growth which has

drawn on us the hatred of England. Militarism is the

school of our working-classes." Gustav Stresemann, like

M. Andler, in 1913 took note of the fact that the apparent

opposition of socialism to the ' world-policy ' was merely
" the outward aspect of the policy of the democratic party "

;

he called attention to articles in the Sozialistische

Monatsliefte, one by Max Schippfel, ex-member for

Chemnitz, " The most brilliant eulogium on the

expansionist policy"; and another by Quessel, a member
of the Reichstag, **The economic importance of

imperialism." "There are moments," he says, "when
this article might seem to be written by a Pan-Germanist."
This account must be supplemented by the recent

publications of James Guillaume and of Laskine.
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their solution. Only yesterday the Social Demo-
crat, Konrad Hoenisch, ex-member of the

Reichstag, exclaimed :
" The social interests of

the German proletariat even more than political

considerations make victory for Germany
necessary/'

III.

—

Industry and World-Policy

(Weltpolitik),

Thus we see the Industrial State condemned
to " World-policy."=^ Its first business is to

find means to develop its policy of export. The
first means adopted is the system of bounties.

As German industry is working less for the

home market than for foreign markets it is

logical to sell cheap, sometimes even to sell at a

loss beyond the frontier in order to win new
markets and to discourage all competition.

* This is admirably put by Lamprecht, op. cit. The
tentacular State is essentially based on the idea of the im-
portation of provisions and raw materials, and of the export
of more and more highly specialised goods. " Therefore, be
always on the watch ! . . . To-day (1904) every nerve is

stramed to maintain the position of Deutschtum in the
world, and to advance it." This requires that our economic
life should be united, all its forces acting as a whole,
" like an army "... List's prophecy is realised: the sea
must no longer be merely a highway for our commerce and
a nursing-mother of our national economy, but a battle-

field in our struggle with the nations and the cradle of a
new freedom."



18 ECONOMIC GERMANY.

Thanks to the system by which the chiefj

economic forces are grouped in cartels, the pro^

cess is easy enough. In 1902 the coke-syndicate

compelled the German consumer to pay 15s. a

ton while at the same time it agreed to sell large

quantities abroad at lis. In the second half of

1900 the iron-wire syndicate had sold abroad at

14s. per 100 kg. while the home price was

25s. It thus made a minus profit on the foreign

market, that is, a loss of £42,950, and on the

home market a profit of £58,850. This gave a

balance on the right side. But this time the

trick was overdone, for the result was that

German iron was bought up abroad to be re-

exported to Germany at a profit.^ Next to the

system of bounties comes that of treaties of

commerce, which favour the importation of

provisions and of labourers (Slavs for example),

and which secure a moderate tariff for German

goods abroad. Such is the basis of the Russo-

German Treaty of 1904, the tendency of which

was to make Russia an economic colony of

Germany, t

* Steinberg op. cit.

t id. ih. and Bonnefon. The object is by means of these

treaties ''to compensate by rise of wages for the higher

price of cereals "
; that is to say, to maintain the balance

between the working-classes of the West and the agrarians

of the East.



ECONOMIC GERMANY. 19

In order to meet the want of iron, Germany

had to conquer new supplies of iron ore. Peace-

ful conquest to begin with. The expert adviser

attached to the commissioners of delimitation

in 1871 allowed the iron-ore strata of the

Woevre to escape, from ignorance of their real

importance and also because he thought them

inaccessible by reason of their depth, unwork-

able because of their high percentage of phos-

phorus. But the application of the Thomas
process in 1878 converted the Briey basin into

the most important iron-field at present being

worked in the world. That is why Thyssen

made his way into this region at Batilly,

Jouaville and Bouligny under fictitious names.

At the same time he sent his divers to

Dielette to search for ore under the sea : he

planted his agents in the mining and metallur-

gical company of Calvados, started under some-

one else's name the company of mines and

quarries at Flamanville, and then the powerful

company of smelting and steel-works at Caen.

By these operations he gained the double advan-

tage of buying ore from us and selling coke to

us. With the iron of Lorraine and Normandy

and the coal of Westphalia, Germany would be

the mistress of the world.
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To make sure of this supremacy it was o;

importance to remove all competition and
establish German industry in the very heart of

the country of her rivals. A description was
given before the war of the extraordinary

control acquired by German manufacturers

over French works producing chemical

materials, electricity, etc.^ At Neuville-sur-

Saone it was the Badische Sodafahrik which,

under a French name, provided the madder-dye

for the red trousers of the French army, and

possibly it even inspired the Press campaign,

conducted with the support of sentimental

arguments, in favour of a colour which was

dangerous from a military point of view. The

Parisian Aniline Dye Company {Comfagnie

parisienne des couleurs d'aniline) was nothing

but a branch of Meister, Lucius and Bruning, of

Hoechst. We have been told how a Darmstadt

company for producing pharmaceutical goods

came and established a branch at Montereau in

order to destroy a French factory which was

there before, and how the Allgemeine Elektri-

* It is only necessary to recall the campaign conducted

in the Grande Revue by M. Louis Bruneau (published as

a volume, UAllemagne en France, 1914) ; cf. also A. Staeh-

ling, Bulletin dvr comite Michelet, No. 3, Dec. 1914.
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zitdtsgesellschaft got hold of Rouen, Nantes,

Algiers, Oran and Chateauroux.

The same conquests were won at Seville,

Granada, Buenos Aires, Montevideo, Mendoza,

Santiago and Valparaiso, while the other great

electric company of Germany, the Siemens-

Schuckert, established itself at Creil. Turkey,*

Russia, t Italy and Switzerland shared the fate

of France. Some weeks ago a Swiss journal

gave the following figures :

—

Societe anonyme

"pour rIndustrie de Valuminium (Neuchatel) :

staff, 8 Germans, 1 Austrian, 6 Swiss ; Banque des

chemins de fer orientaux (Zurich) : 8 Germans,

1 Frenchman, 1 Belgian, 1 Austrian, 5 Swiss;

Banque four entrefrises electriques (Zurich)

:

15 Germans, 9 Swiss; Societe des valeurs de

metaux (Bale), 10 Germans, 5 Swiss. It is to

be noticed that the share-capital is held by

Germans, while the debentures, the moderate

interest on which does not attract the Germans,

are placed in Switzerland. Thus, as the Gazette

de Lausanne summed it up, " The money of the

Swiss debenture-holder serves to support

* German action in Turkey goes back to 1880; the

Kaiser's visit in 1898 was utilised by German finance under

the direction of Siemens.

t In Poland branches were founded to evade the customs

(electricity, dyes, silk and paper).
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German undertakings competing with Swiss

manufacturers in our own country."

A remarkable study of the same subject in

Italy has been made by M. Giovanni Preziosi

in some articles which appeared in 1914 in the

Vita italiana alV estero, and were collected in

pamphlet form in 1915 under the significant

title, " Germany's Plan for the Conquest of

Italy" {La Germania alia conquista delV Italia).

It was indeed a war of conquest, conducted with

admirable organising faculty. At its centre

was a financial staff, constituted by the " Banca

commerciale . . . italiana,'' which naturally is

called " Italian," just as the companies in

France are called " French " or " Parisian."

This product of German finance is described as

a " Germanic octopus," the very image of the

" tentacular State " before described. Estab-

lishing itself within the directing boards, and,

by means of a system of secret cards,^ employing

a regular system of commercial espionage to

ruin all who resist it, it succeeded in gradually

absorbing the economic energies of an entire

* fichesy cards or slips containing notes on the persons

spied upon.
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people— establishments of credit, shipping

companies, manufacturing firms; it was evea

able to corrupt political life, overthrow minis-

tries and control elections. Here, as in Switzer-

land, the pseudo-Italian German banks " act

as a pump which pumps out of Italy and pumps

into Germany." Italy, which is considered a

poor country, provides capital for rich Germany.

IV.

—

The Part Played by the State.

To back up this policy of economic conquest

the prestige and the strength of the Empire

must be put at the service of the manufacturers.

To make the State as the Germans understand

it, the instrument of German expansion—this

is the meaning of what the Germans have well

named the policy of " business and power

"

Handels und Machtpolitik.^ Nowhere is the

confusion of the two ideas more clearly exhi-

bited than in the report forwarded to London

in February, 1914, by Sir Edward Goschen, on

" An Official German Organisation for In-

* The meetings of German economists which supported

the Navy Law in 1912 met under this name. (See Ashley,

art. cit.)
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fluencing the Press of Other Countries.* This

important document is too little known in France,

perhaps because, outside the Blue Book, it has

not appeared in England except as an ordinary
" White Paper." But how instructive it is

!

The Norddeutscher Lloyd, the Hamburg-
Amerika, the Deutsche Bank, the Disconto

Gesellschaft, the A.E.G. (Allgemeine Elektri-

zitats Gesellschaft), the Siemens-Schuckert,

Krupp, and Gruson Companies, etc., form a

private society, subsidised by the Imperial Office

for Foreign Affairs. The object of this company,

* Despatches from H.M. Ambassador at Berlin respect-

ing an official German organisation for influencing the

Press of other countries, Feb. 27, 1914. Herr Ballin's first

project was to merge in one world-union (Weltverein) all

the societies for German trade abroad—German-Russian,
Germaji-Argentine, German-Canadian, etc. It has been

thought strange that he gave up his scheme, but it was
really to create " another organisation of a more subtle

kind which should act more or less secretly." The meeting

to constitute the Society was attended not only by repre-

sentatives of the Companies, but by the Secretary of State

for Foreign Affairs. The Society was established by sub-

scriptions amounting to £25,000 a year, the Companies
paying into it what they had hitherto been used to pay for

foreign advertisements. The minimum contribution of

each firm taking part in it is £50, which gives the right to

a vote. The Imperial Office for Foreign Affairs, which pays

a subsidy of £12,500, will therefore exercise a ''powerful

and decisive influence." The Syndicate, formed pro-

visionally for three years, is directed by a body of three

directors, and by a Council, in which the great banking

and exporting firms are conspicuous.
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in co-operation with the Wolff Bureau, is to

promote the manufacturing prestige of Ger-

many abroad. It will supply full information

gratuitously or at a low price to foreign

journals in their own language concerning

Germany and favourable to Germany. It will

withhold the service from those who show them-

selves deaf to instruction.^ " To reply to news

meant to influence opinion on Germany and to

meet attacks upon her, and to make the true

situation of German industry widely knovm "

—such is the programme. In a word, the

object is the organisation of a spy-system for

industry—I use the phrase of Signer Preziosi

—

under the control of the Empire. And, as is

fitting in such a system, the work of Germanis-

ing the Press of the world will not be done by

publicists sent for the purpose : they would

very soon be burnt. In an article! so naively

transparent that its publication was thought

inopportune and orders came from above not

* Reduced charges for German cables. The foreign

press will be watched by the syndicate's agents. The
system will be applied at once in South America and
the Far East, and extended gradually to all countries

outside Europe.

t Deutsche Export Revue, June 5, 1914. '' The aims of

German national economy: a syndicate to supply news
abroad," given in an appendix to the Goschen report.
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to reproduce it or make any allusion to it, the

Deutsche Export Revue crudely remarked :
" It

is better to choose men already connected with

the various journals, who will serve German
interests without attracting so much attention."

This fusion of Weltpolitik and business policy

was peculiarly dangerous for the peace of the

world. ^ If Imperialism, if " the tentacular

State " puts it strength at the disposal of manu-

facturing interests, the temptation is strong and

constant to use this strength to break down any

resistance which stands in the way of the

triumph of these interests. If a crisis comes

v^hich causes a stoppage of work (there are

sometimes 100,000 unemployed in Berlint) the

neighbouring nation which may be held respon-

sible for the crisis has reason to be on its guard.

" Be my customer or I kill you " seems to be

* This point was specially emphasised by Levy-Bruhl in

the article named above: "The extraordinary development
of German manufactures meant for its neighbours and for

the world rather a danger of war than a guarantee of

peace. This is no paradox. . . It is not good for the

peace of the world that the commercial prestige of a great

nation should rest on its military prestige."

t See the figures in Jastrow's Arbeitsmarkt. Stein-

berg mentions a whole series of metallurgical companies,
the shares of which, in 1898-1900 and 1900-1901, fell from
2&6 to 83, from 749 to 42, &c., and their dividends from
15 per cent, to 0, from 7 to 0, from 25 to 12, from 35 to 0.

Schuckert fell from 288 to XOO, and from 15 per cent, to
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the motto of this industrial system, continually

revolving in its diabolical circle : always pro-

ducing more in order to sell more, always selling

more in order to meet the necessities of a pro-

duction always growing more intensive.

Eussia is for Germany both a reservoir of

labour and a market. Should Eussia in 1917

refuse to renew the disastrous treaty forced

upon her in the unlucky days of the Japanese

war, should she put an end to the system of

passports for agricultural labourers, what will

become of German capitalist agriculture, which

has been more and more industrialised and is

more and more in the hands of the banks : the

farming of the great estates of Brandenburg,

Pomerania and Prussia?

France is for Germany a bank and a purveyor

of minerals. What a temptation to dip deep

into the jealously guarded stocking and fill

both hands ! What a temptation, too, to repair

the blunder made in the delimitation of 1871

!

Even in 1911 the Gazette du Rhin et de West-

fhalie put forward the view that the iron ores

of Lorraine and Luxembourg ought to be under

the same control as those of Westphalia and

the Saar. And I am told that the great

journals of Paris, when informed of this cam-
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paign, refused to take this '* provincial

journal " seriously, being blind to the fact that

it was the organ of the great manufacturers of

the Ehineland and of the Prussian staff. What
a temptation again to take the port of Cher-

bourg in the rear from Di^lette

!

As for England, the direct competitor of

Germany in all the markets of the world, and

manufacturing the same goods, she is the enemy

to be crushed.* Has she not acquired the habit,

and has she not taught it to France, of refusing

to lend money to poor States except in return

for good orders? The time is beginning to go

by when it was possible to do German business

in Turkey with French or English gold. Ger-

many's rivals have learnt from her the lesson

of Handels und Machtfolitik. But what is to

become of Essen, Gelsenkirchen, and all that

immense industrial city of which Westphalia

consists, if Rumanians, Greeks, Serbians order

their guns and their ironclads, their rails or

their locomotives at Glasgow or at Le Creusot?

Germany thought war preferable to this

* Stresemann: "Most of the present problems, national

alliances and international events, are found to have their

ultimate origin in the competition of England and

Germany," he writes in 1013. The article ended with a

challenge to England and insisted on ''the seriousness of

the present tension."
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economic encirclement, and the velvet glove gave

place to the mailed gauntlet.

Little by little the idea of war as necessary,

of war as almost a thing to wish for, laid hold

on the industrial classes. The proof is to be

found as early as 1908 in a popular book by

Professor Paul Arndt, one of those small

shilling books which served to instruct the

German mind.* All of us, even the best

informed, must reproach ourselves for not

having studied or studied closely enough these

small books, which would have made the danger

clear to us. In this volume the author, after a

paean to German greatness, begins a chapter

" On the dangers of Germany's participation in

world-wide trade." He shows that this parti-

cipation increases Germany's dependence on the

foreigner and makes her vulnerable by sea as

well as by land. If international relations are

disturbed there will be " many workmen without

food, and much depreciation of capital," and

that from causes " in great measure beyond the

control of Germany" in countries which may

seize the opportunity to weaken Germany. And

* Deutschlands Stellung in Weltwirthschaft (Teubner)

For the same subject treated in more scientific form see

Arthur Dix, Politische Wirthschaftsgeographie, 1910.



30 ECONOMIC GERMANY.

in a hypothesis which is prophetic he describes

the effects of the blockade.

But he accepts without hesitation these risks

of the World-Policy. " No doubt, if we wish to

be and to remain a great people, a world power,

we expose ourselves to serious struggles. But
this must not alarm us. There is profound

truth in the dictum that man degenerates in

peace time. The call to arms is often needed

to rouse a world benumbed with apathy and

indolence. Those who can look far and deeply

into things see that warfare is often a blessing

to humanity." This Germ.an is a disciple of

Joseph de Maistre.

I have shown how the over-rapid indus-

trialisation of Germany has led by a mechanical

and fatal process to the German war. If

any doubt were felt on the part played by

economic causes in this war it would be enough

to look at the picture of German victory as

imagined by the Germans in their dreams during

the last seven months. It is an industrial vic-

tory, a forced marriage between German coal

and foreign iron, the reduction of nations into

vassals who are to play the part of perpetual

customers of the German workshops.

" The metalliferous strata of French Lorraine
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and Russian Poland," wrote Baron Zedlitz-

Neukirch three weeks ago, "supplement in some

degree our own mining works/''^ If we ask the

impetuous Max Harden t what is to become of

martyred Belgium, he replies, in October, 1914,

" Antwerp not against Ham^burg and Bremen,

but with them; Liege, working side by side with

the arms factories of Hesse, Berlin and Suabia

;

Cockerill in alliance with Krupp ; Belgian and

German iron, coal and textiles under one control.

. . . From Calais to Antwerp, Flanders, Lim-

bourg and Brabant, up to and beyond the line

of fortresses on the Meuse, all Prussian." The

German dream is the dream of a conquering

man of business, a counting-house romance

founded on Freytag's Soil und Hahen (" Debit

and Credit ").

The war they thought would be the solution

of colonial questions. In the tragic days at the

end of July, 1914, Bethmann-Hollweg offered

England to maintain the continental integrity

of France (German industry would be content

with the economic annexation of France), but

refused any pledge to respect French colonies,

and especially North Africa. In September tney

* See the Temps, February 23.

t Quoted by Waxweiller, La Belgique neutre et loyale,

p. 115.
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had the audacity to offer, as the price of a

desertion of which they thought us capable, to

divide with us the Belgian Congo, towards which
the treaty of 1911 had allowed them to put out

two feelers.^ A German used this candid lan-

guage :
" We have need of France, because we

cannot claim the government of the whole non-

English colonial world." At the same time they

attempted by stirring up revolt among the Boers

and by attacks on Portuguese colonies to build

up a German Empire in South Africa. The

victory of Germany meant for them security of

iron-supply and enlarged markets : it meant

Briey, Ouenza, Casablanca, Bagdad.

The vision has faded and the building of their

dreams has crumbled away. But the dream has

left its lessons for us, which demand attention

not only in the future but to-day. Let us cherish

no illusions. Germany, though conquered and

curtailed, will not cease to exist. It is idle to

suppose, as some publicists write, that we are

going to suppress a whole people. Even if we

had the military power to do it, policy and

morality would forbid us.t After our victory

there will once more be a Germany which will

* Fr. Naumann. Deutschland und Frankreicli, 1915.

t See my Essai sur VAllemagne future, (Revue politique et

parlementaire, March, 1915).



ECONOMIC GERMANY. 33

patiently and persistently resume its labours.

The great war will no sooner be ended than the

other war, the economic war, will begin again.

If we do not wish to be crushed we must to-day

begin to prepare our mobilisation for this new
war.

No one is better qualified to direct this move-

ment than your society.^ The duty is laid upon

it not only by its name but by its history. It

came into being at a time like our own in the

middle of a great war. Its founders—men

like Chaptal, Monge, Conte, Fourcroy,

Berthollet conceived their work as one of

national revival. And when your first presi-

dent, Chaptal, published his two fine volumes,

De rIndustrie frangaise, in 1819, the programme

he drew up was none other than that which

must inspire us to-day—the programme of the

union of science and industry.

* Societe d^Encouragement pour VIndustrie Natinnale,

ON: JAS. TRUSCOTT & SON. LTD.








